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of an organization. 


The importance of human relations to the administrator, 
in the complex social and personal phenomena 


The Territory and Skill 


of the Administrator 


HERE are three curious things that I 

notice when I listen to executives in indus- 
try talk about their problems and when I read 
books by management experts on how these 
problems should be solved. 

First, I find many important problems be- 
ing ignored because there is no useful language 
in terms of which to talk about them. When 
businessmen talk to me about costs, wages, 
materials, machines, standards, and matters of 
this sort, they are articulate and intelligible; 
their words sound positive and convincing. But 
when they talk about matters of personality, 
of attitude, of evaluation, or of feeling, their 
articulateness vanishes, their stance becomes 
wobbly, and they sound as if they were stand- 
ing on a “bushel of eels.” 

This is all the more curious since so many 
executives tell me that their major job is the 
administration of people—and all the human 
problems I know are manifestations of these 
matters about which they have so much diffi- 
culty speaking. 

Second, I find ever so many executives who 
in spite of the fact that they “know” just how 
everyone else should behave, still have diffi- 
culty in getting the other person to behave the 
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way he should. For example, personnel people 
often say they know how workers, foremen, 
other staff people, middle and top manage- 
ment people should behave; but in spite of 
this knowledge, they cannot get these different 
groups to do what they should. Moreover, 
personnel people themselves have difficulty in 
behaving the way experts tell them they 
should! 

This, too, is a very curious state when so 
many men of practical affairs cannot apply 
what they know. As a result, it seems to me 
that many people in business are suffering 
from an excessive burden of guilt as one might 
expect from people who are surfeited with 
knowledge they cannot use. 


Breakdowns in Communication 


Third, there is the way executives describe 
the tools they use to do their jobs. They 
usually say, in effect, that they get their work 
done by securing facts or information and by 
applying or implementing policies, standards, 
and principles of management. But very sel- 
dom do they describe the skill they use to 
secure the relevant facts or information they 
need, or more important still, to gain the un- 
derstanding of people about the policies they 
formulate, the standards they set, or the prin- 
ciples of management they apply. 

What makes this so curious, once again, is 
that executives commonly practice (some more 
expertly than others) a skill of communication 
that they are so reticent about—and all the 
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human problems I know are manifestations in 
one form or another of breakdowns in com- 
munication. 

Let me repeat my three curious findings: 
One: Although the executive tells me he is 
primarily administering people, I find that he 
has no useful language in terms of which to 
talk about himself and his relation to the 
people he administers. Two: Instead of ad- 
ministering people, I find him administering 
policies and standards. Through these stan- 
dards, I find that he knows how people ought 
to behave and yet in spite of this knowledge 
(or should I say because of it) he has great 
difficulty in getting people to behave in the 
way they should. And three: I find him prac- 
ticing—admittedly often in a rudimentary 
form—a skill of communication which he does 
not profess to have or even need. 

It will not be easy for me to make sense 
out of these three observations, but I want to 
try. For me these observations raise three im- 
portant but too little discussed questions: (1) 
What is the administrator administering? (2) 
What is his relation to what he administers? 
and (3) What skill, if any, does he practice in 
dealing with the situations in which he finds 
himself? Let me start with the first question: 


What Is the Administrator 
Administering? 

This simple question, like so many simple 
questions, has a way of becoming embarrass- 
ingly complex. It poses a difficult problem of 
where and how to begin describing an organic 
whole. The best method I have found is to 
jump in somewhere and try to get back to the 
place from which I started. 

Let me begin, therefore, with the problems 
that administrators say they have in their 
dealings with people. What problems are they 
referring to? As I see it, they are talking about 
- the problems they have in getting people to 
do what they are supposed to do. They are 
talking about the difficulties they have in se- 
curing the understanding of people about the 
need to meet standards, the need to be “cost 
conscious,” “quality conscious,” and “safety 


2 


conscious,” and the need to cooperate with 
other people. Why are all these matters neces- 
sary? From management’s point of view the 
answer is simple. Only by such intelligent, 
understanding behavior will the organization 


‘survive. 


In other words, the administrator is not 
administering people as separate and discrete 
individuals, but he is administering “the con- 
sciously coordinated activities of persons.” 
These coordinated activities are ditected to- 
ward the achievement of purpose. If the or- 
ganization is to survive in its competitive en- 
vironment, these purposes of the organization 
have to be attained. Therefore management 
must give considerable attention to the logical 
coordination and efficient operation of its sep- 
arate activities. Job evaluation, wage adminis- 
tration, time and motion study, methods anal- 
ysis, work simplification, monetary incentives, 
the setting of standards—all these and many 
others with which you are all only too familiar 
—are directed toward the best and most effi- 
cient ways of securing the organizational goals. 

Unfortunately, it happens that between the 
organizational purposes and the most efficient 
and logical means of obtaining them there are 
a number of intervening variables. Were the 
relation between the ends to be sought and the 
means by which they are reached a simple, 
direct, and logical one, as some administrators 
would have us believe, there would be no 
problem. But the fact remains that the best 
methods, the best policies, and the best stan- 
dards do not always produce the best results. 
Sometimes they produce poor attitudes, poor 
morale, and poor communication. This hap- 
pens because of certain intervening variables. 
So let us look at some of them. 


Social Systems 


Most difficult to deal with are certain ele- 
ments of the behavior of persons other than 
their activities which are being coordinated. 


1 See Chester Barnard, The Functions of the Execu- 
tive, p. 73, Cambridge, Harvard University Press, 
1938. 
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First, there are the required interactions that 
must take place between the persons whose ac- 
tivities are being coordinated. Second, there 
are the feelings that the persons bring to and 
develop from these interactions. 

For example, from the logical division of 
labor certain people are brought together more 
frequently than others. They interact with one 
another in certain prescribed ways. From these 
prescribed and frequent interactions, certain 
feelings appear. Persons who interact fre- 
quently with one another, it has been observed, 
tend to like one another. Moreover, it can be 
observed that these very sentiments lead in 
turn to further interactions and activities, over 
and above those required by the purposes of 
coordination. Workers who are brought to- 
gether by their work, for example, frequently 
eat lunch together, converse together, drink 
together, and go to parties together. 

From such processes of interaction small 
groups and other phenomena appear. More- 
over, ideas begin to develop among the mem- 
bers of these small groups as to what they or 
others should do and are expected to do under 
given circumstances. Workers, for example, 
develop ideas as to how much work they 
should do, what constitutes a day’s work, and 
so forth. Such ideas of expected behavior, the 
sociologists call “norms.” They are not be- 
havior itself, but the ideas which govern be- 
havior. 

In terms of these norms, the activities of 
persons are evaluated. Some jobs are consid- 
ered better or worse than others. Such senti- 
ments elaborate in turn to all the activities of 
the members of groups holding certain kinds 
of jobs. What workers holding higher ranking 
jobs do in their games, in their conversations, 
in their lives in and outside of the factory, is 
considered superior to what workers holding 
lower ranking jobs do. And the more nearly 
all of the activities of a person conform to 
these norms of the group, the higher is his 
rank within the group. From these processes 
informal leaders appear who in turn produce 
new activities, interactions, sentiments, norms, 
and evaluations. 
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These continuing processes by which the 
activities, interactions, and feelings of people 
tend to develop and form an “organized whole” 
do not lend themselves to orderly description 
and discussion. With them we are all intuitive- 
ly familiar. No administrator can ignore them; 
yet these phenomena, so important to the ad- 
ministrator, are difficult to talk about. 

Just to fix our attention upon them I shall 
use the term “social system.”? By a “social 
system” I shall mean the interconnected char- 
acter of the elements in the social behavior of 
the members of small groups. I am referring 
to the fact that people who come to work bring 
with them into the work situation certain senti- 
ments. They are asked to perform certain 
jobs; these jobs link them into relation with 
certain other people. From these given senti- 
ments they bring to work, from these given 
activities they are supposed to perform, cer- 
tain patterns of relationship develop. On the 
foundation of these initial relationships, new 
ones spontaneously emerge. New sentiments, 
new activities, new interactions appear. These 
new elements in turn are linked together and 
forin themselves into a pattern, an “organized 
whole,” a system. 

From these processes norms of behavior are 
adopted, ideas of what is expected are de- 
veloped. In terms of these norms, evaluations 
are made and the behavior of people is con- 
trolled. And finally these very processes feed 
back upon and affect—sometimes favorably, 
more often adversely—those very initial rela- 
tionships set up by management for logical 
coordination and efficient operation. 


Personality Systems 


Thus, these “social systems” make the ad- 
ministrator’s job difficult. They are closely re- 
lated to many of his most perplexing prob- 
lems: maintaining discipline, establishing 
“control,” introducing change, and so forth. 
Were these the only phenomena with which he 


2 For a much better statement of these processes, see 
George Homans’ The Human Group. New York, 
Harcourt, Brace and Company, 1950. In this state- 
ment about “social systems” I have borrowed freely 
from this book. 
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had to deal, his problem would be difficult 
enough. But unfortunately, another set of 
intervening variables appears to plague him. 
Some people do not like to conform to the 
norms of the group. The particular emotional 
needs they bring to work are not satisfied by 
the social systems of which they are members. 
Their particular conceptions of themselves, as 
developed from their past personal experience, 
are threatened rather than enhanced by their 
associations at work. 

What I am pointing to here is the fact that 
the feelings which people bring to work have 
already combined themselves with other ele- 
ments in the person to form another kind of 
“organized whole” or “system.” I shall refer 
to such an “organized whole” as a “personality 
system.” I am using this mouthful of words 
rather than the one word “personality” not to 
be highbrow, but to emphasize that what I am 
referring to is a dynamic whole made up of 
mutually dependent parts. Let us look briefly 
at the make-up of a “personality system.” 

The feelings and sentiments people have 
and the values and assumptions they hold tend 
to affect the way they see things about them. 
Hence, they do not perceive the world in the 
same way. For instance, what is important to 
one person or group is not important to an- 
other. By the same token, matters that are of 
importance to management are not of the same 
importance to employees. Older service em- 
ployees do not share the same values as 
younger service employees. 

I realize I should not belabor this common- 
place observation. All of us have had enough 
experience to realize that we do not perceive 
the reality quite in the same way as our par- 
ents, our teachers, our bosses, our wives, or 
our children. And yet it is curious how in the 
heat of controversy we seem to forget this 
fact when it is more important for us to 
remember it. 

As unique individuals we also hold different 
beliefs about ourselves. On the basis of these 
different beliefs we evaluate what happens to 
us. Just as we find comfortable and reassuring 
those happenings that tend to reinforce the 
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cherished pictures of ourselves, we find dis. 
turbing and threatening those happenings that 
challenge them. Thus, a young supervisor will 
be upset when his employees do not do cheer- 
fully and quickly what he tells them to do, 
In such behavior he will perceive a threat to 
his conception of himself as a capable super- 
visor. 

Again I realize I should not belabor this 
commonplace observation. All of us have had 
enough experience to realize that we have pic- 
tures of ourselves that we need to maintain 
and defend at all cost. Not only do we have to 
learn to live with others; we also have to be 
true to ourselves. And yet again it is curious 
how when it is most important for us to re- 
member this, we have a way of forgetting it. 
Between these two forces—the need to adjust 
and the need to be true to ourselves—many of 
us find the going pretty rough and the ad- 
ministrator finds many of his most stubborn 
and baffling problems. 


“Reality” and Perceptions 

Again let me remind you that people re- 
spond to the reality as they perceive it to be 
and not as it actually is (or, more accurately, 
as other people generally think it is.) 

Let us never forget that we do not respond 
to the facts as such; we respond to the facts 
as we perceive them. What most of us call 
“facts” are actually an interrelated set of feel- 
ings, assumptions, and perceptions. For ex- 
ample, a boss sees two workers in the same 
office going out to coffee together. Because 
this behavior arouses in him certain feelings of 
anger and because of certain assumptions he 
makes about how workers should behave, he 
sees these two workers as “irresponsible.” 
Often he would call that a fact. He does not 
just see two workers going out to coffee to- 
gether. He perceives two irresponsible workers 
doing this. And he acts accordingly—some- 
times, upon later reflection, to his regret. 

Likewise two workers may perceive their 
common boss in quite different ways. If work- 
er A perceives his boss as a domineering per- 
son, he will respond in terms of that percep- 
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tion; if worker B perceives the same boss as 
a rather pathetic, insecure person, he will 
respond to that perception. These two different 
perceptions arose from different sets of as- 
sumptions and feelings that constitute the 
personality systems of these two workers. A 
and B do not realize they are doing any eval- 
uations of their own. For A the boss és domi- 
neering. For B the boss is a “sorry figure.” 
Such perceptions are brute and stubborn phe- 
nomena, as anyone who has tried to change 
them by argument or persuasion soon finds 
out. 


Three Different but Interrelated 
Dimensions 

It is unfortunate that the territory of the 
administrator is exceedingly complex. But it 
is not his fault, any more than it is mine or 
yours. I am sure that we would all prefer it 
to be simpler. But let us be stubborn realists 
and in spite of the queasy feelings it may 
cause, let us look at the facts (or should I say 
the assumptions, feelings, and perceptions that 
underlie them?). In light of our foregoing 
discussion, these facts appear to comprise 
three quite different but nevertheless inter- 
related dimensions. 

The first dimension comprises the initial 
activities that people must perform and the 
initial relationships that they must have in 
order that the purpose of the organization be 
secured. It also includes ideas as to how these 
activities should be efficiently performed and 
logically coordinated. These ideas, stemming 
from science and technology, govern what the 
behavior and relationships of people should 
be—if only matters were ideally coordinated. 
As they do not coincide with behavior itself, 
I shall call them “the logics of management.” 
These “logics,” to put it briefly, include the 
best policies, the best methods, the best stan- 
dards, the best controls, the best systems, and 
of course the best behavior to carry them out. 
It covers what is found in most books on per- 
sonnel administration. This is the most artic- 
ulate part of business and many personnel 


people have contributed to its articulation. 
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Were this the only dimension and were this all 
there was present, personnel people should 
soon be able to close up shop because all their 
problems would be solved—eventually, if not 
now. But I fear their jobs will persist, because 
there are some further thorny facts. 

The second dimension arises from the fact 
that in any organized human activities the 
persons whose activities are being coordinated 
happen to be social as well as logical. Now it 
may be very poor luck for all personnel ad- 
ministrators that the situation is rigged like 
this. But it can’t be helped. 

This second dimension arises from man’s 
loneliness, from his desire for intimate associ- 
ation with his fellow men. As a result, man is 
literally forced to elaborate, proliferate, and 
expand the paucity of those initial activities, 
interactions, and relationships with which the 
logical coordination of the business provides 
him. By so doing, he provides himself with 
those satisfactions that no benevolent adminis- 
trator, public or private, personnel or line, can 
give him. He elaborates his own social systems 
and through them develops his owm norms in 
terms of which he controls his own behavior, 
and as a result he runs smack into what man- 
agement perceives as one of its prerogatives. 

And finally, the third dimension arises from 
the fact that even in business, the persons 
whose activities are being coordinated bring 
with them to work their own “personality 
systems” as well as develop at work their own 
“social systems.” Through this third dimen- 
sion the social contexts in which people live 
their lives are internalized, and they respond 
to the happenings about them as they perceive 
them, assume them, and feel them to be. 

These three dimensions, although quite dif- 
ferent, are interrelated. Technical standards of 
performances affect and are affected by norms 
of behavior. Norms of behavior affect and are 
affected by people’s conceptions of themselves. 
People’s conceptions of themselves affect and 
are affected by their feelings and perceptions. 
People’s perceptions affect and are affected by 
what they do and say. 

It is the interrelation of these three dimen- 


sions that constitutes the “total pattern” of 
business which is what the administrator is ad- 
ministering. He is administering a system of 
coordinated activities which are in a relation 
of mutual dependence to both an external and 
internal environment. 

More specifically, on the one hand, he is 
concerned with those external changes required 
for the competitive survival of the social sys- 
tem in its environment. On the other hand, he 
is concerned with how these changes required 
for survival are initiated, administered, and 
assimilated by this system so that the internal 
needs for stability are also maintained and so 
that the needs of the individual personality 
systems are also satisfied. In dealing with these 
processes, he is concerned with evaluations of 
people (i.e., their feelings, perceptions, and 
assumptions) to this changing and dynamic 
“organized whole.” 


What is His Relationship? 


We come now to the second major question: 
“What is the relation of the administrator to 
what he is administering?” Let me begin with 
this observation: the administrator is part of 
the social system he administers. From this 
involvement there is no escape. He cannot 
treat the social system which he administers 
as something apart from himself. He both 
affects it and is affected by it. 

Remember, too, that the executive has a 
nervous system and a personality system. As a 
result he, like those he administers, responds 
to what he assumes, feels, and perceives things 
to be. His behavior also is no better or no 
worse than what he perceives or fails to per- 
ceive. It too can be altered only by changing 
his perceptions. 

In the process of maintaining stability, the 
administrator plays an important role. As he 
leads his group to a new goal, his own be- 
havior can facilitate or put into jeopardy the 
stability of the social system. And yet curious- 
ly enough the very people who administer or 
initiate changes in the activities of others very 
often do not see themselves as being a part of 
and working with a social system. This seems 
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to be the “blind spot” of many supervisors 
and executives. 

But one point should be clear: Supervisors 
and executives do not miss these things be- 
cause they are stupid or because they wilfully 
ignore them. They miss them because they do 
not have a way of thinking that allows them to 
see them. In most business organizations exec- 
utives have much more adequate ways of 
thinking about the tools and products of tech- 
nology than about social systems. As a result 
they do not see that the phenomena I have 
been talking about are part and parcel of the 
work situation. They feel these phenomena as 
something annoying, but they do not see them 
in any explicit or systematic sense. 

Only by being aware of his own involve- 
ment with the social system he administers and 
of the feelings which such an involvement is 
bound to produce, can the executive perform 
his functions skillfully. On the part of some 
executives this involvement is a blind sub- 
jectivity—a complete incapacity to see the 
situation except from their own point of view. 
What they feel is for them the reality. Other 
executives try to maintain their “objectivity” 
by denying their feelings and by refusing to 
admit any emotional involvement. They give 
the facts of logic and reason priority; they try 
to relegate their feelings and the feelings of 
others to the trivial and inconsequential. And 
so what they end up by doing is projecting 
their denied feelings as “facts” into the ex- 
ternal environment. 

In my experience the administrator who can 
accept gracefully and handle with some skill 
his own personal involvement in the situations 
he administers is likely to do a better job. 
Such a supervisor or executive does not deny 
his feelings. He accepts them and his responsi- 
bility for them. He does not identify his feel- 
ings with the feelings of others. He recognizes 
his own feelings but does not give them prior- 
ity. As a result, he “latches on” to the pro- 
cesses underlying human discord rather than 
to the problems in which they become mani- 
fested. Through this awareness of his own 

subjectivity he becomes more objective. 
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What Skill Does He Use? 


This leads me to my third question. In deal- 
ing with this involvement (his own as well as 
that of others), what skill does the administra- 
tor practice? In view of the nature of the 
situation in which he is involved, it should be 
clear that his primary tool must be a skill of 
communication. He must be able to communi- 
cate with many groups with different points of 
view, with many unique individuals whose 
perceptions of the situation are different, as he 
administers not only the situation as he sees 
it but the many different perceptions of it. 

And how does he do this? Too often, I fear, 
he tries to do this by trying to get all the 
groups and individuals to feel alike and to 
share his point of view and perceptions. He 
tries to tell the many different people how they 
should feel and what they should see and 
assume. And sometimes this takes the form of 
trying to get employees and supervisors to 
think, feel, and perceive things exactly like 
top management. 

But this is not in the cards. It goes against 
all we know about individual and social be- 
havior. The administrator has to recognize all 
of the varying values of all the social system 
he administers, not just those of one segment. 
He has to learn to respond to many different 
perceptions and values, not just a selected few. 
Above all he has to learn to accept and appre- 
ciate points of view different from his own. 

It is the practice of this orientation that I 
call the skill of human relations. By this skill 
I mean “the capacity of an individual to com- 
municate his feelings and ideas to another as 
well as his capacity to respond to the feelings 
and ideas of others in such a fashion as to 
promote cooperation and congenial participa- 
tion in a common task.’* And since the ad- 
ministrator is emotionally involved in the so- 
cial system he administers, he must learn to 
deal with his own feelings as well as the feel- 
ings of others. For the seasoned supervisor or 
executive self-knowledge is paramount. 


3See Elton Mayo, The Social Problems of an In- 
dustrial Civilization, pp. 13-22. Boston, Division of 
Research, Harvard Business School, 1945. 
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In my opinion this human relations skill is 
the most misunderstood, the most ignored, and 
the most underestimated part of the excutive’s 
job. Compared with the more articulate, elab- 
orate, and tangible “controls” with which the 
executive is provided, this skill, when talked 
about, may sound silly and superficial to some, 
difficult and intangible to others. Nevertheless, 
I shall insist that it is the most important part 
of the executive’s job. All the problems of 
securing the understanding and cooperation of 
people depend upon it. Without it the best 
methods, policies, and standards management 
can devise become merely exercises in futility, 
the executive’s job becomes merely dust and 
ashes—a ceremonial ritual at best, a “ballet of 
bloodless categories” at worst. 


Summary — The Significance of 
the Obvious 

Let me summarize what I have been saying 
in a slightly different form. So far I have made 
three obvious and commonplace observations: 

1. The administrator is dealing with an 

evolving “organized whole,” surviving in 
an environment. 

2. He is emotionally involved in this or- 

ganic whole he administers, and 

3. If he is to do a better job, he has to 

learn to deal more skillfully with his in- 
volvement as well as the involvement of 
others in this organic whole. The skill of 
dealing with these involvements is the 
skill of human relations. 

Let me assure you that my intent has not 
been to lull you to sleep with the obvious. 
Rather, I want to excite you with its signifi- 
cance. Because if what I have been saying is 
so obvious, then many personnel administra- 
tors must fail to see its significance. 

The trouble that most of us have with the 
obvious is that we do not see its importance; 
hence we tend to relegate it to the trivial and 
inconsequential. Yet, contrary to popular be- 
lief, some of our greatest advances in knowl- 
edge have come from the systematic exploita- 
tion of the obvious. So let me conclude, there- 
fore, by “spelling out” what I believe to be 
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the significance of these commonplace obser- 
vations for personnel administration. 

1. From my analysis it would follow that 
the chief function of the personnel administra- 
tor would be to help people to change their 
behavior in the direction of becoming more 
competent and skillful in dealing with the 
changing, organic wholes of which they are a 
part. His chief job would be that of a trainer 
and multiplier of human relations skill in the 
organizations he serves. He would act as a 
multiplier of competence in human relations 
skill at all levels of the organization—em- 
ployees, supervisory and executive. 

2. If this were his major function, it would 
follow then that the personnel administrator 
no longer would be preoccupied exclusively 
with the logical coordination of activities and 
those ideas—the logics of management— 
which express this important dimension of 
business. He would not be exclusively con- 
cerned with the creation and maintenance of 
systems and standards of performance. He 
would not be solely an instrument of change 
in the activities of people. Rather he would be 
primarily concerned with facilitating changes 
in the total behavior of people that would 
help them to deal more effectively with the 
total situations in which they find themselves. 
In so doing, he would be trying to create and 
maintain changes in the behavior of persons 
that are quite different from those changes 
that are concerned primarily with improving 
methods, costs, output, quality and other uni- 
dimensional factors of this sort. 

3. Let me illustrate this difference by look- 
ing at the modern standard shop and the sorts 
of changes that have been introduced in them. 
In some shops there has been introduced not 
only new machines, tools, materials, activities, 
and methods of work but also new standards 
of all kinds which say what the performance 
of people should be in terms of time, quantity, 
quality, cost and so forth. It has often been 
assumed by the people who have introduced 
them that such standards will make the job 
of the supervisor easier. Because everyone will 
know clearly what is expected of him, the 


supervisor of such a shop, it has been alleged, 
will require less social skill or perhaps, hope- 
fully, none at all. 

4. But is this what we find? I, for one, do 
not. Instead, I find that the supervisor of the 
modern shop requires more and not less human 
relations skill. Where the supervisor is still 
using the old-fashioned social skill of the 
know-how shop, I find trouble, discontent, and 
low morale. 

5. But is this result so strange? According 
to my conceptual framework, it is obvious. 
In the process of developing the standard 
shop, a new kind of social system has been 
created for which no parallel in history exists, 
These new social systems require new under- 
standing on the part of the people who ad- 
minister them. For their successful administra- 
tion, more and not less explicit and expert 
human relations skill is required. 

6. How to improve in the behavior of per- 
sons the new understanding and skill that 
these organizations require seems to me to be 
the most important problem of our industrial 
civilization. How to introduce such under- 
standing and skill in the organizations they 
serve is the formidable task which personnel 
people face. Let us not minimize the difficulty 
of the task. It is extremely complex. 

7. Because if my analysis of the administra- 
tor’s situation is correct, it follows that he 
needs a multidimensional tool to deal with the 
multidimensional situation in which he is in- 
volved; no unidimensional tool will suffice. 
Yet the history of personnel work seems to 
reveal the development of one unidimensional 
tool after another—job evaluation, merit 
rating, work simplification, teaching workers 
the A.B.S.’s of economics, JIT, JMT and 
JRT. No sooner is one found wanting than 
another rears its head. But with the introduc- 
tion of each of these new tools, the problems 
of communication, the skill of human rela- 
tions becomes greater, not less. 

8. This multidimensional tool that the ad- 
ministrator needs, I call “human relations.” 
It is designed to help persons to deal with the 
concrete situations in which they are involved. 
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It provides them with a useful way of think- 
ing about such situations. It provides them 
with a skill of diagnosing such situations. It 
helps them to understand, to become more 
sensitive about, and then to respond more 
skillfully to what is taking place when they 
interact with people in face-to-face relations 
and as members or leaders of a group. In par- 
ticular it helps them to see the effect of their 
behavior upon others and vice versa. Thus it 
helps them to learn to accept their own feel- 
ings as well as the feelings of others. 

9. Let me comment on one characteristic 
of this tool which is quite different from all 
other tools with which management is pro- 
vided and so may sound strange. All the other 
tools for the administrator are predicated upon 
the assumption that he should be certain, per- 
fect and consistent. Yet the multidimensional 
situations with which he has to deal involve 
him in uncertainty, imperfection and incon- 


sistency. Thus, none of these tools tell him 
anything about the most real aspect of his 
workaday world—how to learn to accept and 
deal with the uncertainties, imperfections and 
contradictions in which his involvements with 
the concrete place him. 

10. Human relations is predicated upon the 
premise that from this uncomfortable predica- 
ment arising from his involvement, there is no 
escape. So unlike all the other tools which are 
trying to help the executive to escape from his 
involvement, human relations is trying to help 
him to learn to accept and cope more skillfully 
with it. 

11. In conclusion, therefore, let me com- 
ment upon this strangest of all observations to 
which this contemplation of the obvious points. 
Among all the butterfly chasers in the modern 
industrial arena, it would seem as if the advo- 
cates of human relations are the only brute, 
stubborn realists. 


HOW TO JOIN THE “CORONARY CLUB” 


Monsanto Chemical’s Vice President, Francis Curtis, has jotted down a few rules for 
joining the “Coronary Club.” Maybe you'd like to take out a membership. Here are the 
rules: 1. Your job comes first, personal considerations are secondary. 2. Overload the 
ticker with “office evenings, Saturdays, Sundays, holidays.” 3. Accept alli invitations to 
meetings, banquets, and committees, as well as rushed meals. 4. Regard hunting, fishing, 
golf, bowling, billiards, cards, and gardening as a waste of money. 5. Consider it poor 
policy to take all the vacation allowed. 6. Work all day and drive all night to keep an 
appointment the next morning. 


SPENDING ON AUTOMOBILES 


About 10 per cent of the national income is spent in the United States each year for 
the purchase and operation of automobiles, according to a study issued by the Twentieth 
Century Fund. Furthermore, the automobile industry is the chief consumer of steel, 
rubber, plate glass, and many other products. 
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| Business and governmental activities in Oriental countries are 
hampered by lack of modern accounting systems. 


The Orient Needs 
Modern Accounting 


It is difficult to comprehend the effects upon 
the economies of the various Oriental coun- 
tries of an almost complete lack of modern 
accounting systems. We of the West have 
come to accept high standards of accounting 
in both business and government as a norm, 
and seldom realize or acknowledge the im- 
portance of accounting in the smooth func- 
tioning of our total economy. In the Orient, 
however, qualified accountants are virtually 
non-existent, and there the businessman and 
government official are forced to conduct their 
affairs without the assistance and direction 
provided by the accountant. 


The Setting 


Most Oriental countries, and Korea is typ- 
ical, are still largely operating on a feudalistic 
economic basis. Approximately three-fourths 
of the population are engaged in agriculture. 
There is still a strong division between peasant 
families and the semi-aristocratic land-owning 
class. The people are largely self-sufficient, 
and only a few of the products of modern in- 


About the author— 
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dustry have become daily necessities for the 
mass of the people. 

Over the past one hundred years, modern 
enterprise and economic activities have been 
pushing in against this feudalistic system. 
Usually along the coastal areas of such coun- 
tries capitalistic industries have been estab- 
lished, often through foreign investment, and 
modern financial and mercantile institutions 
have grown up. Such features have had their 
effect in altering economic conditions within 
the countries, but primarily these effects have 
been concentrated in the coastal urban areas. 
This has tended to generate greater cleavage 
between urban and rural ways of life and 
concepts of economic activity. 

Within this century, most Oriental countries 
have conscientiously sought to introduce mod- 
ern methods into government operation and 
to encourage the expansion of modern capital- 
istic enterprise, but this has all been super- 
imposed upon the basic feudalistic setting, and 
the latter has continued to influence both the 
thinking and activities of the government and 
the people. This has been characterized by 
some writers as a dualistic economic system 
where modern capitalism and feudalism exist 
side-by-side and, in many cases, are inter- 
woven into a composite system. 


The Role of Accounting 


Western accounting practices and theory 
are an outgrowth of modern economic activity. 
The machine age, and the large industries and 
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government which have evolved from it, re- 
quired that a system be developed for keep- 
ing adequate records and analyzing the finer 
aspects of business and governmental activi- 
ties. Consequently, in the West, account- 
ing has undergone remarkable expansion, 
specialization, and refinement within this 
century. In the United States, accounting 
has evolved concurrently with our economic 
growth and has been assimilated as an integ- 
ral part of the economic system; and, in 
many respects, the path of its development 
has been predicated upon the demands of the 
overall system. 

One aspect of accounting has particular rel- 
evance to our discussion of the underdeveloped 
countries: that is, that accounting is one of the 
less obvious and undramatic factors in the 
modern economic world. Large industry is the 
making of steel, the mining of coal and other 
minerals, the processing and assembling of 
these into finished products. This requires 
engineers and technicians and skilled workers 
who can plan, organize and carry out the 
necessary mechanical functions which produce 
final, tangible goods. All of this can be seen 
and in some measure understood. 

The typical Oriental, watching factories 
growing up in his main cities, or traveling 
abroad to see the industrialization of the West, 
tended to gain the impression that all that 
was needed to start and succeed in this indus- 
try game was some machinery, a factory, sev- 
eral engineers, skilled technicians, and work- 
ers. That was it—you put them together, 
turned out the goods, and you made a lot of 
money. Westerners were doing it at home and 
in the Orient and it paid off. 

The thing that these people did not see 
from such cursory observation was that this 
industry was also based on three less obvious 
but equally important elements. These are: 
(1) an extensive background of intangible ex- 
perience and association with the industrial 
process; (2) the existence of ancillary indus- 
tries and facilities essential to modern in- 
dustry; and (3), the large amount of analysis 
and planning of costs, conditions, and pros- 
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pects which precedes any step or decision in 
our economic world. 

This last, the general field of accounting, is 
the final arbiter of all decisions within the 
firm. It provides the basis for corporate in- 
dustry, investments, and stock and bond mar- 
kets. And finally, it provides the key to 
analysis of overall economic conditions and 
predicates the activities of government in sup- 
port or control of economic life and promotion 
of national welfare. 

These facts have not been appreciated by 
the Oriental observer who tends to regard ac- 
counting as a malevolent system promoted by 
spying government tax collectors as an aid in 
extracting greater revenues from business. 

Accounting in Business 

Only the larger businesses keep any sort of 
financial records in the Orient. The medium- 
size and small businessman carries his records 
in his head both because he feels that formal 
accounting is unnecessary and expensive, and 
because secrecy is thought advantageous. Thus, 
in referring to current accounting practices, 
our discussion is of necessity limited to the 
large firms. Even among them accounting is 
more a matter of practical necessity rather 
than desire; and the general tendency is to 
limit such operations to simple bookkeeping. 

Most Oriental businessmen have no compre- 
hension of the uses of modern accounting sys- 
tems. As an example, in Korea the various 
American economic assistance programs have. 
at times asked that businesses seeking aid or 
supplies submit financial statements in support 
of their requests. Most of these statements, 
even from the largest concerns in the country, 
were so confused and distorted as to be useless. 
The leading businessmen did not know how to 
compile a meaningful and coherent corporate 
balance sheet, much less handle problems of 
cost accounting, depreciation, or appreciation 
of assets in periods of rapid inflation. 

As a result, most of the businesses never are 
really sure whether they are making a profit 
or loss at any point in time or even over ex- 
tended periods of several years. Their normal 
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tendency is to figure on the basis of current 
costs and receipts without consideration of 
depreciation or apportionment of longer-run 
costs. 

Nor do they concern themselves with build- 
ing up reserves or planning equipment pur- 
chases or future expansion. Such matters are 
handled in a sort of “off-the-cuff” manner. If 
they have the cash on hand or can borrow it 
somewhere and have heard about some new 
machinery or process that is reputedly advan- 
tageous, they decide to try it. Then, if they 
are fortunate and things work out well, they 
make a profit, but they seldom have a clear 
conception of why or how. This sort of in- 
adequate and confused financial operation per- 
vades practically all Oriental business and 
consequently it is to be marveled at that there 
has not been a higher incidence of business 
failure. 


Capital Markets 


Japan is the only country in the Orient with 
any sort of an organized capital market, and 
it is not very large. In all the other countries, 
businesses are dependent for capital upon 
direct (personal) private investment or bor- 
rowing and on bank credit. Both of these 
sources of funds operate on a predominantly 
personal basis. This condition is to be expected 
of potential private investors who have no 
access to a capital market and therefore loan 
funds directly to a friend on the basis of stip- 
ulated repayment or else to become part own- 
ers of the business. The investment is made 
on personal knowledge and trust and the ab- 
sence of a thorough presentation of the finan- 
cial status of the business is not so surprising. 

However, most Oriental banks operate on 
the same basis. Such banks put out primarily 
short-term operating funds and their ‘criteria 
for lending are the borrower’s reputation and 
previous record of repayment. Admittedly 
these are fairly sound factors, but the banks 
do not receive or require comprehensive re- 
ports or accounting for use of funds for most 
of their loans, even those of longer term. 

In Korea, this situation has become par- 
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ticularly acute as politics and inflation have 
entered the picture and immersed the banks in 
a morass of defaulted loans and heavy borrow- 
ings from the central bank. The basic infoma- 
tion and conditions do not exist for the supply 
of investments or short and long term borrow- 
ings on what we would consider a sound busi- 
ness basis. This is perhaps an important reason 
for the low level of capital investment in the 
Orient. Or, to put it more accurately, it would 
contribute much to achieving expanded and 
optimum use of the limited available capital 
in Oriental countries if capital markets and 
better channels and conditions for investments 
could be developed. Such developments are 
dependent in large part upon the adoption of 
proper accounting practices. 


Taxation and Accounting 


Finally, we should mention the relation of 
taxation to accounting within the business 
sphere. In the Orient the tax collector and the 
businessman are continually engaged in a 
game of “cat and mouse.” The tax collector is 
wined and dined and directly bribed in ex- 
change for favorable treatment. Marginal re- 
turns must eventually become negative in this 
game at some point, but as long as the busi- 
nessman bribes the tax collector less than the 
resulting reduction in taxes, it is worthwhile. 

If accurate financial records were injected 
into this system, both businessman and tax 
collector would be unhappy. The former, be- 
cause he would be eliminating his possibilities 
of bribing and bargaining; the latter, because 
he would lose his bribe and have to turn in 
exact amounts of collected taxes. 

So until it is possible to require that all 
businesses submit, or at least have, complete 
accountings of their operations, neither busi- 
nessman nor tax collector is likely to be in- 
duced to operate on the basis of honesty and 
integrity. Even in modernized Japan it is 
claimed that most businesses keep two sets of 
books—one for their own use and the other 
for the revenue bureau and public consump- 
tion. 


a 


Michigan Business Raia 


Je 


Accounting in Government 


Most Oriental governments have accounting 
departments and have tried to introduce mod- 
ern budgetary and accounting practices into 
their operations. They are handicapped, how- 
ever, by lack of trained personnel and clear 
understanding, even at the highest levels, of 
certain basic principles. For example, the 
Korean budget, patterned after the Japanese 
system, is divided into General Account and 
Special Account sections, corresponding to 
ordinary and extraordinary operations of the 
government. 

This causes much unnecessay and undesir- 
able confusion. At times the Korean officials 
consider only the General Account as compris- 
ing the total budget, and at other times they 
include both accounts. There are many trans- 
fers from one account to another and revenues 
of one account are in several instances counted 
again as revenues when transferred to the 
other account. 

Expenditures in connection with the recent 
war are arbitrarily divided between General 
and Special accounts, thus confusing the 
handling of war financing. 

Also a sizeable share of the total budget is 
a monetary representation of a real good 
(rice) which is assigned an unrealistic arbi- 
tary value and is transferred back and forth 
from the General to the Special Account. 

Finally, all sections of both accounts are 
always made to balance out through a number 
of artificial devices. It required three months 
for an American budgetary expert to gain even 
a limited comprehension of the Korean budget 
and he concluded that the actual size of the 
budget was overstated by some 30 per cent, 
due to inter-account transfers, and despite 
Korean claims of a balanced budget, there was 
actually a hidden unfunded deficit of about 
5 per cent. 

Such errors and distortions are confusing 
and make more difficult the proper manage- 
ment of government finances. Again the lack 
of adeguate accounting procedures is a handi- 
cap to the economy. 
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In the realm of governmental revenues, 
some indication of the problems has already 
been given. It is almost impossible to try to 
collect private and corporate income taxes be- 
cause accurate records on such income are not 
maintained. Therefore most taxes are assessed 
on actual production or through licenses. Ease 
of collection rather than equitability is the 
criterion. The farmers are, as a result, taxed 
heavily while many persons with sizeable in- 
comes pay no taxes year after year. Also the 
lack of proper records of tax assessment and 
collection permits extensive graft all along the 
line. As a result, a large share of the taxes paid 
by the people never reach the public treasury. 


Accounting in Banking 

The banks maintain the most adequate ac- 
counting facilities in the Orient. This is to 
be expected, for banking operations are in 
essence the proper recording and management 
of finances. The normal daily and periodic 
financial statements are prepared by most 
Oriental banks, and such statements are gen- 
erally reliable. Bank examination, however, 
while usually required by law, is not very 
comprehensive or effective, and many im- 
proper operations go unapprehended. The 
central banks of the various Oriental coun- 
tries, through their dealings in foreign ex- 
change and other monetary matters with 
international financial circles, have made the 
greatest progress in adopting Western account- 
ing and financial methods. 

Thus the bankers are the best accountants 
in the Orient and might well serve as a 
channel for expanding the use of accounting 
within the area. First, however, the Oriental 
businessman and government official must be 
made to realize the importance and usefulness 
of modern accounting. Only then will he be 
inclined to school himself in this field and 
bring the tools of accounting to bear upon 
his problems. Until this happens the economic 
development of most Oriental countries will 
encounter innumerable difficulties and may be 
seriously retarded. 
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Conclusion 

We have seen how inadequate accounting 
practices hamper the operations and develop- 
ment of the Oriental economies, especially in 
the fields of business and government. Until 
this situation is improved, the conduct of busi- 
ness will be impaired and inefficient, and gov- 
ernmental financial management may be con- 
fused and ineffective. Also the development of 
capital markets is almost entirely dependent 
on proper accounting practices. 

To meet this situation a combined program 
of education and affirmation is needed—edu- 
cation of the people, especially the business- 


men, as to the usefulness and the procedures 
of accounting; and affirmation on the part of 
governments that those businesses which main- 
tain proper and honest financial records will 
receive fair treatment on taxes. The education 
aspect is probably the bigger and more im- 
portant job. Simple books and papers in the 
native languages are needed as a means of 
introducing the field to the people. However, 
as in all such matters, it is essential to get 
across the idea of the necessity and usefulness 
of accounting. Once this is accomplished the 
way will be open to improving all financial 
aspects of the Oriental economies. 


“BOSS, MEET THE PEOPLE” 


Edward J. Condon, Sears Roebuck vice president in charge of public relations, believes 
firmly that the “boss” should know as many of his employees as possible, and that employees 
should make it their business to know the boss. Sears carries this idea out in actual practice 
through their “big Board meeting”. It’s held in Chicago on the evening of the day of the 
company’s annual meeting. All Chicago employees within the limits of seating capacity 
are invited to attend and ask questions and meet the “brass”. Employees may ask any 
questions they wish regarding company operations, and they are answered by officials. 
Mr. Condon refers to a study of this “boss-meeting-employee” business which indicates that 
employees who know the big boss like him and otherwise rate him high . . . that knowing 
the boss and good job morale go hand in hand. He says that a management employee 
communications program can be as simple as this: “Boss, meet the people; people, meet 
the boss” and when he says “boss” he means the very tip top boss. 

—8 Columns (published by the Detroit Free Press) Sept. 13, 1954. 


14 


Michigan Business Review 


( 


oe 


| Vigorous economic progress in Europe offers mutually 
advantageous opportunities for trade and investment. 


European Economic Develop- 
ments and Their Significance 


F asked about Europe, people in the United 

States may at first wonder whether that old 
continent is really of any importance to their 
country. So much has been said about Europe’s 
sickness in the post-war period and the conse- 
quent need for the United States to pour bil- 
lions of dollars first as Marshall aid and now as 
defense aid into the coffers of continental coun- 
tries in order to keep them solvent, prevent 
their “going Communist”. In 1949, when there 
was a relatively slight setback in the United 
States, there were severe crises in Britain, lead- 
ing to the devaluation of sterling, crises in 
France and Italy, and it became common 
amongst economists to think that ‘““Whenever 
America coughs Europe catches double pneu- 
monia.”’ Surely if Europe is so sick, the United 
States would be better to keep their own house 
in order, keep their money at home, and if any 
goes beyond the borders then possibly secure 
the western hemisphere, particularly Canada, 
rather than worry about a sick Europe rapidly 
sinking under the dead weight of its tradition. 

If you are asked about the advantages of 
accepting a foreign contract in Europe, the 
chances of ultimate payment, the prospects of 
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future bigger business, would this be your view- 
point? If it is, a growing number of American 
businessmen will disagree with you. Astute 
American businessmen are becoming increas- 
ingly alert to the fact that greater profits and 
opportunities lie abroad—and I don’t mean 
only in Canada, but particularly in Europe. For 
instance, The Wall Street Journal recently re- 
ported that during the last three years almost 
three hundred American companies and indi- 
viduals have sought approval to establish busi- 
nesses in France. In Holland, where corporate 
excise taxes are remarkably low, over eighty 
United States companies have established whol- 
ly-owned subsidiaries or have licensed Dutch 
firms to make their products since the begin- 
ning of 1952. 

The trend is the same in Britain where the 
United States has invested more than a billion 
dollars since the war. The Dictaphone Com- 
pany is a typical example. This corporation 
decided in 1945 to acquire its established Brit- 
ish selling agency and build machines in Britain 
to sell in the sterling area. It therefore began 
painstaking negotiations with British govern- 
ment departments in the summer of 1945 and, 
by October, 1947, it had final approval to start 
manufacturing at Acton in western London. 
It was a further two years before the factory 
came into full production in 1949. To get per- 
mission to build a factory in rationed post-war 
Britain, the company had to guarantee a mini- 
mum output and to export half. Yet, despite 
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these delays, largely due to post-war shortages 
and difficulties and now no longer current, the 
company is extremely satisfied, producing four 
times its guaranteed minimum and exporting 
nearly three quarters of its production, with 
Canada as its largest single market. 

The wisdom of those American manufac- 
turers who spread their production facilities 
around the world, the justification of their 
greater confidence than the doubts of some 
economists, have been proved in the past twelve 
months, when their production and profits 
abroad have risen despite the setback at home. 
Between July 1953 and April 1954, U.S. in- 
dustrial production fell ten per cent. According 
to the pessimistic view that Europe caught 
double pneumonia when the United States 
coughed, a far greater setback would have been 
expected in Europe. In fact, the contrary has 
taken place. There has in fact been further 
and rapid recovery. 

We can now answer the question, Is Europe 
of any importance to America? The answer is 
that bigger profits are available there for those 
who are prepared to take apparently bigger 
risks, yet even these apparently greater risks 
may be a hedge against overdependence on one 
market and may in fact prove in the long run 
a lesser risk. So, I venture the suggestion, 
“Don’t sell Europe short.” 


Eugene Black on the Trade Outlook 


Eugene Black, President of the International 
Bank for Reconstruction and Development, 
speaking to a luncheon meeting of the Ninth 
Annual Cleveland World Trade Conference last 
May, made some vital observations. First, he 
pleaded for a new appreciation of what world 
trade means to the United States and how it 
can benefit this country, and for eliminating 
the archaic delusions of the past. He enumer- 
ated four delusions. 

“Delusion No. 1 it seems to me,” said Eugene 
Black, “‘is that the United States in an economic 
sense can be or should be self-sufficient. Delu- 
sion No. 2 is that international trade is some- 
thing apart from the rest of the economy. 
Delusion No. 3 is a kind of schizophrenia that 
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exports are good while imports are bad. Delu- 
sion No. 4, that imports represent competition 
which is going to work havoc on important seg- 
ments of the American economy.” 

Eugene Black proved the falsehood of each 
of these delusions then went on to say of trade 
with Europe “We have now passed the crest 
of the foreign aid programme. One of the effects 
of that programme has been to finance a large 
volume of American exports which otherwise 
could not have been paid for. Now that export- 
ers can look less and less to this kind of govern- 
ment financing, it is urgent that we put our 
trade on a sound and self-sustaining basis. 

“For another thing, Europe—which is both 
our best customer and our best supplier—Eur- 
ope has made enormous economic strides, par- 
ticularly in the last two years. Whereas our 
recession in 1948 and 1949 caused a crisis in 
virtually every finance ministry in western 
Europe, the Europeans are now riding through 
our rolling readjustment without noticeable 
discomfort. And as their economic conditions 
become more robust, so does their confidence 
in their ability to open their own markets to 
us and to make further progress toward con- 
vertibility. The adoption of a more liberal 
American trade policy, I am sure, would move 
them a long step ahead, not just in terms of 
confidence but in terms of action from which 
we would benefit.” . 

I am sure if you want copies of Eugene 
Black’s full speech, his public relations chief, 
Harold Graves, will be delighted to send you 
copies from his International Bank’s Headquar- 
ters in Washington. 


Bank Statistics Figures 


Banking figures further prove the post-war 
recovery of Europe. If you turn to the monthly 
Reserve Bulletin, in the last section entitled 
“International Financial Statistics”, you will 
see in the table showing the estimated gold 
reserves and dollar holdings of foreign coun- 
tries that the reserves of Continental Western 
Europe have increased steadily from less than 
$7 billion in December 1950 to over $10% 
billion today. 
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Another Federal Reserve table shows U.S. 
short-term liabilities to foreigners. In the same 
period, from the end of 1950 to mid-1954 
amounts outstanding rose in favor of Britain 
from $656 millions to $952 millions, in favor 
of Germany from $222 millions to $1,051 mil- 
lions, in favor of Europe as a whole from $2,986 
millions to $5,263 millions. 


Trade, Not Aid 


As a result of foreign aid operations, the 
United States has exported more than she has 
imported in recent years. However, with the 
ending of Marshall Plan money and the growth 
of agricultural production in Europe, agricul- 
tural surpluses have been piling up here in the 
United States and in Canada instead of being 
exported. Yet provided their prices were com- 
petitive there is no doubt still a large market for 
these products in Europe. But these old coun- 
tries have their pride, even if they don’t have 
dollars, and, as you know, there has been gen- 
eral acclaim throughout Western Europe for 
the principle enunciated by British Chancellor 
Butler of “trade, no aid”. Western Europe has 
made such substantial progress towards bal- 
ancing its trade with the United States that 
the U.S. export surplus to Western Europe last 
year was considerably below the average of the 
late 30’s. Provided Europe can earn the dollars 
by sending goods to the United States, and 
provided your prices are competitive with world 
prices, Europe would solve for you your prob- 
lem of agricultural surpluses. 


Great Britain 


After these preliminary remarks on the im- 
portance of Europe to America, let us take a 
short trip round the leading customers of the 
United States to see their current developments 
and their significance. In Great Britain the 
index of industrial production has been rising 
steadily and this summer was 133 per cent of 
the 1948 level, equivalent to an output about 
60 per cent above prewar. 

Although during the war years the world’s 
leading creditor had become the world’s biggest 
debtor, John Bull has pulled himself up by his 
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own boot straps in the post-war decade. When 
peace came, experts estimated that Britain, in 
order to pay for imports of food and raw mater- 
ials only on a pre-war scale, would have to 
export 70 per cent more than pre-war, and that 
was before sterling devaluation and rising world 
prices turned the terms of trade so adversely. 
Furthermore, at the end of the war, owing to 
the conditions of lend-lease, export industries 
were functioning at only a third of their pre-war 
capacity. Yet in the six years after the end of 
the war the volume of British exports was mag- 
nified six times, and John Bull is now paying 
his way. Exports of United Kingdom goods in 
the first five months of this year have been 
running some 7 per cent greater in value than 
last year, and the gold and dollar reserves have 
been climbing steadily and amounted to over 
$3 billion at the end of June compared with a 
low of $1.6 billion in April 1952. 

The fact that Britain’s international account 
has been balanced within 10 years of the war’s 
end is due to Britain’s ability to double her pre- 
war volume of exports, despite a national pro- 
duction only 60 per cent more than pre-war. 
This export volume has been achieved not by 
an expansion of former staple exports such as 
coal and cotton goods but by an ability to 
produce and market overseas new lines. Such 
new exports are: 

Britain Delivers the New Goods 
(Figures in millions of pounds) 


Type of Export 1938 1948 1953 
Electrical Goods and 
Appliances ........... 13.4 12.6 103.8 


Prefabricated Buildings ...none none 3.8 
Agricultural Machinery ... 1.3 5.7 12.5 
Refined Petroleum Products 2.8 5.3 71.1 
Refrigeration Equipment .. 0.4 4.1 12.9 


Aircraft and Parts ....... 5.4 41.6 64.6 
Pharmaceuticals ......... 3.3. 15.7 30.7 
Pesticides .............. 0.8 4.0 4.7 
Automobiles ............ 1.2 55.4 96.3 


Our survey of conditions in Britain must not 
however be entirely cloudless. Those of you 
who have had friends there this year will know 
that Europe has had the worst summer on 
record, with excessive rain and little sunshine. 
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In Australia, new British guided missiles have 
been used to seed cloud formations and produce 
rain, but as yet there is no invention for keep- 
ing clouds and rain away. Another dark spot 
in the picture is coal where production is not 
even keeping pace with consumption and the 
Minister of Fuel and Power has had to author- 
ize further imports. There has been no progress 
towards the provision of an extra 5 million tons 
which the National Union of Mine Workers 
assured the Coal Board early in the year they 
would regard as a minimum standard increase 
for 1954. Owing to the cold weather, stocks are 
only very slightly above those of last year and 
an additional production of 100,000 tons a 
week is required to raise stocks to a reasonably 
safe level. Although an experimental nuclear 
power station is under construction at Calder 
Hall, Cumberland, designed to produce 50,000 
kilowatts, this is not expected to start produc- 
tion until 1956. The more advanced nuclear 
power plant planned for Caithness in Scotland 
will be producing within ten years, but it will be 
twenty years before nuclear power can possibly 
save the 20 million tons of cou. a year, the 
deficit in coal production officially forecast 
for 1975. 

On the political scene, too, there tends to be 
stagnation. Everyone is waiting for the grand 
old man, Churchill, to retire shortly after his 
eightieth birthday in the fall. But birthday 
celebrations sometimes act as rejuvenators and 
it may well be longer before Churchill’s mantle 
falls onto Anthony Eden’s shoulders. Despite 
the revolt of back-benched Conservatives 
against the agreement with Egypt to evacuate 
the British base, there is every prospect that the 
Conservatives will be restored to power with a 
larger majority for a further period of five years 
at the election next year and in preparation for 
this Chancellor Butler will probably provide 
bonuses for all in his budget next spring. 


France 


After this hasty survey of economic condi- 
tions in Britain, let us dash across the Channel 
to France. The new Premier, Mendes-France, 
has aroused so much publicity that everyone 


is talking of France’s mend. His procedure of 
imposing time limits to both international and 
domestic negotiations, his diplomatic success 
in Geneva and in Tunis have made his support- 
ers optimistic that he can solve equally success- 
fully both the European defense problem and 
France’s economic situation. 

I personally am not so optimistic. Economic 
problems can seldom be solved within a time 
limit. The only speedy method of adjusting 
French internal prices to the world level would 
be to devalue the franc, but such would be 
tentamount to political suicide. There remains 
the alternative of reducing trade barriers and 
cutting costs by increasing productivity. Such 
a policy of deflation would provoke loud pro- 
tests from all kinds of vested interests, not 
least from the trade union movement, and in 
France that is dominated by the Communist- 
controlled C.G.T. Owing to the timetable which 
M. Mendes-France has set himself, he has to 
announce his policy on the European army 
while still expecting co-operation towards the 
economic solution of France. So surely as he 
supports any form of European army he will 
face sabotage from the trade unions. He there- 
fore faces the bitter alternative of either keep- 
ing his American and European friends and 
jettisoning an early solution to France’s 
economic problem, or alternatively solving 
France’s economic problem at the cost of the 
European defense community. What decision 
he will take remains a secret. 


Germany 


Travelling hurriedly on from a France where 
politics rather than economics holds the keys 
to the future, we reach across the frontier of 
the Rhine a resurgent Germany which M. 
Mendes-France knows can no longer be con- 
fined to the status of a defeated vassal. 

Germany indeed has made a fantastically 
rapid comeback. In Argentina, Germany now 
sells more than the United States. Aggressive 
salesmanship, liberal credit, acceptance of lo- 
cal currencies, and quicker deliveries have all 
helped to push Germany into first place. Un- 
like every other western country in the happy 


— 


np 


Michigan Business Review 


| 
ing 
me 
thi 
hai 
col 
col 
crc 
his 
en 
rel 
cal 
Ge 
pu 
by 
cel 
qu 
in, 
th 
th 
an 
ga 
tre 
in 
ed 
E. 
th 
re 
is 
se 
Pp 
A 
A 
g 
n 
t] 
J 
18 


WNOVEMBER, 


post-war heyday of full employment and ris- 
ing prices, Germany still has some unemploy- 
ment, and some economists would attribute to 
this the fact that the German worker has toiled 
harder for less pay than in any other white 
country. The hero of Germany’s post-war 
comeback is certainly the cloth-capped, close- 
cropped, square headed German worker and 
his wife and children too. All have thrown an 
energy into rebuilding their country the more 
remarkable because both their country and the 
calorie content of their diet have been halved. 
However, this summer for the first time the 
German worker has rebelled. In Hamburg the 
public transport and utilities have been held up 
by a strike for an increase of 10 pfennig (2.3 
cents) an hour. In southern Germany nearly a 
quarter million metal workers are idle, strik- 
ing for a pay increase of 3 cents an hour. Yet 
the economic situation of their country is such 
that there seems little immediate prospect of 
any setback. In 1954, the occupying powers be- 
gan to pay the Germans for the housing of their 
troops. There is talk in Washington of refund- 
ing the $500 million of German assets impound- 
ed in U.S.A. during the war, and whether 
E.D.C. goes through or not, there will be soon 
the added stimulus to the German economy of 
rearmament expenditure. Let us hope that this 
is controlled by international agreement. 
Rather than the possibility of any economic 
setback, the danger in Germany is also a politi- 
cal setback through the collapse of the Euro- 
pean defense community on which Chancellor 
Adenauer’s European policy has been based. 
As yet there is little sign of any Nazi resur- 
gence, but further frustration of natural Ger- 
man claims may prove equally costly to the 
western world as did the rebuffs received by 
the Weimer republic. Let us hope that Otto 
John will not be a Pied Piper to German youth. 
Dr. Erhard has been in the van of recom- 
mending convertibility of currencies and re- 
laxing controls and has gone on record that the 
German mark will be made convertible as soon 
as the English pound is made convertible. For 
all these reasons Germany should suffer no 
undue shortage, and, with exports booming and 


1954 


a vast potential home demand, will remain a 
good market. It is necessary, however, to bear 
in mind that Germany has been traditionally a 
highly protectionist country. To get goods there 
American business will still have to find a way 
through a barbed wire defense of tariffi, quotas, 
and other paraphernalia. 


Non-Economic Factors in Europe 


Other interesting sights on this imaginary 
tour of Europe include the Austrian Alps, 
where new hydro schemes, partly financed 
through the International Bank in Washing- 
ton, are providing power which is to be dis- 
tributed internationally among Austria, Switz- 
erland, Italy, and France. In addition to this 
high level achievement of internation co-opera- 
tion, it is instructive to consider the “low 
countries”—the economic union of Belgium, 
Netherlands and Luxemburg, often called 
“Benelux”—the one example of free trade in 
practice. Benelux is both encouraging and dis- 
appointing: encouraging, because the effort has 
been made to break down international eco- 
nomic barriers; disappointing, because progress 
moves so slowly against opposition of vested 
interests. 

Everywhere on this European trip we should 
be constantly detained at national frontiers, 
where customs and immigration officers vie in 
providing forms to fill out, and in demanding 
papers to stamp. The problem of Europe’s 
horse and buggy boundaries and barriers in 
this atomic age of jet propulsion remains to be 
solved. Paul Hoffman was among the many 
who hoped for some immediate post-war im- 
provement, some United States of Europe. 
Have you ever tried to get revised your own 
city or county boundaries when these need re- 
vision? Because of vested interests it seems 
insoluble, unless there is some external dictator 
to enforce co-operation. 

From our short trip to Europe, we can con- 
clude that economically there has been great 
progress, a remarkable advance, but that more 
often than not there are other factors, for ex- 
ample the political scene, which may be more 
important than the economic in our assessment 
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of the significance for the U.S.A. of current 
European developments. 

We must therefore also consider non-eco- 
nomic factors if we are to decide whether or 
not Europe is credit-worthy, whether Europe 
is worthy of special study. Again Europe may 
be of help to the United States both as a forcing 
ground of new ideas and also as an experimental 
opportunity where new ideas can be tried on a 
small scale. 


European Innovations 


With over 400 million people crowded into 
so small an area—and who in North America 
realizes that in Britain, only half the size of 
Canada’s youngest province, there are crowded 
not only over 50 million people but also twice 
as many livestock as in all Canada? No wonder 
there has been great publicity of the discovery 
of a new hybrid wheat, “Hybrid 43”, which 
produces 130 bushels per acre even on old land 
which has been under cultivation for over a 
thousand years and a new barley seed, “‘Proc- 
tor”, which increases yields 20 per cent and 
with its shorter stalk is easier to harvest and 
less liable to rain damage! With over 400 mil- 
lion people crowded into Europe, the pressure 
of population and the bitter competition which 
exists between them have produced many ideas 
worthy of study. 

Another example is the medical scheme in- 
troduced in Britain in post-war years. Owing 
to the publicity given the early imperfections 
of the British scheme—if it is considered an 
imperfection to get whiskey free on a doctor’s 
prescription—the programs in Scandinavian 
countries for two decades before they were in- 
troduced in Britain have been overlooked. I 
have read so much adverse propaganda on what 
is wrongly called “socialized medicine” that I 
find it hard to recognize the efforts that have 
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been made in Denmark, Sweden, Norway, and 
now in Britain to introduce “preventive medi- 
cine” and thereby raise the health standards of 
the whole community by treating disease in 
the earliest stages. 


The Brighter Prospect 


In conclusion I wish to suggest a brighter 
hope for Europe than any you will gain from 
reading newspapers or magazines. Why do 
newspapers invariably prefer the bad news to 
make their headlines rather than solid achieve- 
ments? As a result, Europe judges the United 
States by its divorces and gangsters, its monop- 
olies and McCarthys, rather than by the solid 
church-going people. 

And the North American picture of Europe 
as populated with snobs, decadents, incompe- 
tents, agitators, Communists, militarists, im- 
perialists, and trouble-makers is equally a cari- 
cature. Just as Canada has often in the past 
been rightly proud of acting as a bridge between 
the United States and Britain, so I foresee 
Europe as a bridge between North America and 
the rest of the world. North America is not the 
whole world and the world will not willingly 
accept North American domination, however 
mindful America may be of the motto of 
Cosmopolitan House at Cornell University: 
“Above all nations is humanity.” Europe with 
its experience of negotiating both in Asia and 
in Africa showed at the Geneva Conference how 
effective is still the possibility of compromise. 

And on the economic side, to conclude, just 
as Britain in pre-war years had its greatest 
trade with Germany, another industrial power, 
so, given sane economic policies on both sides, 
the United States can look to Europe not only 
as its best customer today, but also as its best 
customer tomorrow. 
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| Study of “interaction patterns” of groups of workers stresses 
the impact of engineering and organizational arrangements. 


Human Relations and the 
Organization of Work 


ERE is sometimes a tendency to make a 
sharp distinction between engineering deci- 
sions and personnel decisions. Rather than em- 
phasizing the close relationship between the or- 
ganization of production, work flow and plant 
layout, the industrial relations “climate” of the 
plant, we tend to deal with each of these as 
separate variables. We really have two ex- 
tremes. The proponents of the “engineering 
approach” argue vigorously and with some 
merit, that intelligent plant and product engi- 
neering is the basic variable controlling levels 
of output, assuming that the organization can 
be staffed with adequate personnel. On the 
other side, those with a “human relations” 
approach are convinced that the employee- 
employer relationship is basic to the behavior 
that will occur in any given industrial plant. 
It is the purpose of this article to explore a few 
examples of recent research that lay stress on 
the human relations implications of organiza- 
tion and technology. 

One of the major variables linking tech- 
nology to human relations is interaction, the 
relation of the activities of one person or a 
group to that of some other person or group. 


About the author— 

Specializing in industrial relations as researcher, 
teacher, and consultant to management and to unions, 
Dr. Sayles is Assistant Professor of Industrial Relations 
in this School. He is co-author of The Local Union: 
Its Place in the Industrial Plant (New York: Harper, 
1953). In 1952 the Society for Psychological Study of 
Social Issues honored him with its Annual Industrial 
Relations Research Award for outstanding research on 
human relations in local unions. 
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Leonard R. Sayles 


What is it about this relationship between 
people that is significant? An increasingly large 
body of research data would indicate that there 
are at least two objective measurements of the 
interaction that takes place in an organization 
which will help us to understand the attitudes 
and behavior of the people in that organization. 


Who Initiates the Interaction? 

Perhaps the most obvious is the frequency 
and direction of initiation of the activity. If we 
think of work as involving the flow of materials 
and ideas among people it will be evident that 
at each point in the flow one person or group is 
giving something (an order perhaps, or some 
semi-finished material) to another person or 
group. The person on the “giving” end of the 
relationship is in quite a different position 
psychologically from the one on the “receiving” 
end. Of course, we are most used to thinking 
of this in superior-subordinate terms: one per- 
son “gives” orders to another. But, in effect, 
the same thing takes place at the work level, 
where everyone is presumed to be of equal 
status. 

Whyte in his study of the restaurant indus- 
try gives two simple examples. In larger res- 
taurants it is customary to use “runners” (usu- 
ally young boys) to communicate the needs of 
the serving pantry to the kitchen. The “runner” 
then finds himself in the position of requesting 
the cooks to prepare and send along additional 


1 Whyte, William H., Human Relations in the Res- 
taurant Industry, McGraw-Hill, New York, 1948. 
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supplies of certain foods in heavy demand. 
When Whyte studied a number of restaurants 
he discovered that this particular relationship 
(interaction between runners and cooks) was 
typically a trouble spot. The cooks resented 
having action initiated for them by these young 
boys who had substantially less importance in 
the organization. Similarly the waitress-bar- 
tender situation in the restaurant was tension 
ridden. The bartenders, usually male, did not 
like the pressure of orders (“initiations,” in our 
analysis) from the predominately female wait- 
ress group. 

When the restaurants were able to develop 
“intermediaries” (often impersonal mechanical 
communicating devices) to eliminate the fric- 
tion-laden personal contacts, many of the prob- 
lems disappeared. 

The moral of the story is that interactions 
that are heavily weighted with one-sided initia- 
tions are likely to be trouble spots in organiza- 
tions. One team of researchers has recently 
come to the conclusion tht foreman-worker 
relationships tend to be better in departments 
where the quality is less subject to worker con- 
trol and is more machine determined. Under 
these circumstances there is not the necessity 
for constant foreman-worker contact, and since 
these contacts involve initiation by the fore- 
man, the superior in the organization, the num- 
ber of “ordering” initiations, foreman to work- 
er, is reduced. 

One of the serious by-products of machine 
breakdowns, material shortages, and other pro- 
duction crises is the boost given to one-sided 
interaction. The observation of a crisis oc- 
curring and two or three levels of supervision 
and various staff personnel descending on the 
personnel involved—to initiate remedial activ- 
ity—is not a new one. Richardson and Walker 
were able to show that one by-product of a 
change from a job lot to a continuous assembly 

system was a reduction in the crisis-producing 
potential of an International Business Machine 
Company plant.” 


2 Richardson, F. L. W., Jr., and Walker, Charles R., 
Human Relations in An Expanding Company, Yale 
University, Labor and Management Center, New 
Haven, 1948. 
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Interpersonal Friction in 
Crew Operation 


Some of my own studies of “crew operations” 
in manufacturing, where the energy expendi- 
ture of each worker is related to that of every 
other member of the team because the task 
requires the coordination of all, indicate that 
these are particularly sensitive to interpersonal 
friction. In fact, most crew operations involve 
an internal flow of work. Rarely is effort applied 
simultaneously by all members of the team. 
As a result one member initiates activity for 
another, and this is where problems are likely 
to occur. A much more delicate personality 
adjustment is required, as we have already 
noted, where one person must accept constantly 
the initiations of another. 

The same holds for an assembly operation, 
particularly where “bank building” (accumu- 
lating semi-finished goods between stations on 
the line) is not possible. Each worker past the 
first station must adjust, or at least is under 
some pressure to adjust, to the pace of the one 
preceding on the line. 

We should thus expect that a work depart- 
ment consisting of operators tending individual 
machines that were not feeding into one another 
would have quite different characteristics, in 
terms of group relations, than a department 
where constant work interactions were re- 
quired. In the former case, interaction would be 
primarily social and therefore more likely to 
involve an equality of origination. Where a 
specific interaction pattern is prescribed by 
the work method (as in crew or assembly 
operations), individual differences must con- 
form to this pattern, and there is a greater 
likelihood that an individual worker will find 
himself having to respond to others at a greater 
rate than he finds comfortable. 


The Meaning of an Assembly Line 

Such reorganizations raise the question of 
what happens when a shift is made from a 
“batch” method of production to an “assem- 
bly line” method. When this happens, there is 
a greater likelihood that tightly knit social 
pairs or “cliques” will develop among workers 
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in adjacent positions who must relate to one 
another because of the work flow system. These 
will be of quite different character from the 
larger groups of socially united workers that 
form in a department composed of individuals 
doing identical tasks. A group made up of 
distinct “pairs” or “cliques” tends to be much 
weaker, much less united over-all, than a group 
where every member has roughly equal inter- 
actions with every other member. Research is 
being started that may tell us the implications 
of these differences in work group social organi- 
zation for production. 


Frequency of Interaction 


The second measurement is the frequency 
with which people interact in an organization. 
Both the design of the work flow and that of the 
organization contribute to the determination of 
which workers will come into contact with each 
other with some degree of regularity. Although 
individual job descriptions may make it appear 
that each individual works by himself, most 
job descriptions are in that respect misleading 
because successful completion of an individual 
job often requires close coordination with other 
workers. Thus the individual job is more often 
a group process. If each individual tries to do 
his job in isolation, the system breaks down. 

Two recent British studies point to the sig- 
nificance of the organization of work as it 
determines the frequency of interaction. One 
study was designed to examine the effect of 
changing the method of mining coal.* The 
innovation consisted of breaking up the jobs 
that were previously completed by a small 
group of miners in one shift, into successive 
operations carried out on a three-shift, 24-hour 
cycle. As a result, no single group of workers 
felt responsible for the total operation; work 
problems that arose on one shift were blamed 
by the workers on the previous shift. Workers 
became disinclined to expend additional effort 
to overcome the natural handicaps that are 
characteristic of work underground. Local dis- 


8 Trist, E. L., and Bamforth, K. W., “Some Social 
and Psychological Consequences of the Long Wall 
Method of Coal-Getting” Human Relations, Vol. IV, 
No. 1, 1951. 
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turbances were magnified by the accumulation 
of problems as one shift failed to complete a 
particular task and therefore caused additional 
hardship for a succeeding one. 

On the other hand, in the older method of 
mining, the total group recognized their respon- 
sibility for the operation since all the jobs were 
done within the group, in one shift. In the older 
method individuals whose efforts affected one 
another came into sufficiently frequent contact 
to adjust mutually to the work problems that 
arose. Under the new method such frequency 
of interaction was impossible. The shifts sep- 
arated the workers into non-communicating 
compartments. 

The same problem can arise even though 
the employees are not separated into different 
time shifts. A study of a textile mill provides 
us with an example of the impact of worker- 
machine allocations.‘ The mill studied was 
located in India, and had recently been the 
object of intensive “job-re-engineering” which 
failed to produce satisfactory output levels. 
Each occupational group in the mill was as- 
signed work loads, based on careful work 
studies of all the job components. For example, 
in one room in which there were 240 looms, the 
following assignments were made to the 12 
types of specialists: 

A. Each weaver tended approximately 30 
looms. 

B. Each “battery filler” served about 50 
looms. 

C. Each “smash hana” was assigned some 
80 looms. 

D. Each worker in the other nine occupa- 
tional groups was responsible for from 120 to 
240 looms. (These were primarily “mainten- 
ance” operations. ) 

Thus while the researchers observed that all 
of these occupational tasks were highly inter- 
dependent and the utmost coordination was 
required to maintain continuity of production, 
in fact, the interaction pattern militated against 
such a goal. 

4 Rice, A. K., “Productivity and Social Organization 


in an Indian Weaving Shed” Human Relations, Vol. 
VI, No. 4, 1953. 
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The interaction determined by the organiza- 
tion of the work brought each weaver into con- 
tact with five-eighths of a “battery filler,” 
three-eights of a “smash hand,” and even small- 
er fractions of the other nine workers on whom 
he was at least partially dependent to keep his 
looms operating. 

When the work was reorganized so that all 
of the workers who were interdependent had 
frequent contact with one another (were, in 
fact, made part of the same work group) pro- 
duction soared. Work groups were reconstruct- 
ed so that a single group of workers had respon- 
sibility for the operation of a given bank of 
looms. The new interaction pattern which pro- 
duced the regularity of relationships among 
individuals whose jobs were interrelated could 
be held responsible for the increase in output. 

Gross, studying a radar airsite found sup- 

porting evidence for the same phenomenon.’ 
Successful operation of the base required great- 
er interaction than was provided for in the 
formal organization of the work. While ‘“on- 
the-job”’, air force personnel were often unable 
to understand the relevance of their jobs, the 
reasons why, under some circumstances other 
men did not coordinate their activities more 
successfully, and so on. The organization was 
operating successfully in spite of the formal 
organization of the work because men on the 
base were getting together socially and ex- 
changing work information after hours! Men 
whose occupations intermeshed but who were 
unable to communicate with one another dur- 
ing the work day, were “coordinating” their 
activities by these off-duty contacts. Here in- 
formal social activity compensated for an or- 
ganizational failure to provide adequate fre- 
quency of interaction. This fortunate outcome, 
however, is unlikely to occur in a civilian busi- 
ness because the civilian organization does not 
have the advantage of having its employees 
confined to a given geographical area during 
leisure hours. 


5 Gross, Edward, “Some Functional Consequences 
of Primary Controls in Formal Work Organizations” 
American Sociological Review, Vol. XVIII, No. 4, 1953. 
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The Coffee Break as an Opportunity 
for Interaction 


Perhaps the omnipresent “coffee break” over 
which so much concern has been expressed, 
actually serves some function in providing for 
increased frequency of interaction. It might be 
interesting to know how often information re. 
lating to the flow of work is exchanged in these 
respites. Certainly many management groups 
have found that a daily or weekly luncheon 
with an “open” agenda actually provides more 
exchange of information and ideas than could 
ever be “planned for” in terms of organization 
chart activity like “reporting”, “controlling”, 
“advising”, etc. 

There are apparently some minimum inter- 
action needs for individuals at work. Where a 
job fails to provide this minimum frequency, 
and other conditions are favorable, informal 
organization may fill the gap. For example 
Strauss has observed an unusually high degree 
of union participation (involving a high level 
of social contacts) among insurance workers, 
meter readers, and sub-station operators in 
utilities.© We might have predicted that these 
groups would be the weakest supporters of 
union activities. They rarely see one another 
on-the-job, they work in isolation and therefore 
can’t exchange mutual support for the union. 
Yet the reverse has been shown to be the case. 
Workers in jobs such as these are more likely 
to take the time and trouble to participate, 
perhaps because participation means a more 
“normal” frequency of interaction with fellow 
workers. 

Chapple, an anthropologist and consultant 
to industry, utilizes these concepts to construct 
new work flow systems that have the advantage 
of bringing under the control of one supervisor 
all those workers who are functionally inter- 
dependent, (that is, who have a need for fre- 
quent interactions with one another and witha 
common supervisor).’ He finds, for example, 

6 Strauss, George, and Sayles, Leonard R.., “Patterns 
of Participation in Local Unions” Industrial and Labor 
Relations Review, Vol. VI, No. 1, 1952. 

7 Chapple, Eliot D., “Applied Anthropology in In- 


dustry,” in Anthropology Today (Edited by Kroeber), 
University of Chicago Press, Chicago, 1953. 
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that many companies develop their supervisory 
organization on the basis of individual pro- 
cesses or jobs, rather than on the basis of work 
flow. Take the situation where a company is 
manufacturing two products, each of which 
must undergo three apparently distinct types 
of processing. Each product moves from the 
A machines, to the B machines, to the C ma- 
chines. Often there will be a supervisor for the 
A machine department, a supervisor for the B 
machine department, and one for the C de- 
partment. When the organization is re-struc- 
tured to maximize the productive effectiveness 
of the workers, one supervisor is placed over 
every continuous work flow. In the example 
noted above, the new organization would pro- 
vide for a supervisor for each product, insofar 
as the processing was continuous, not for each 
process. Chapple further predicts that manage- 
ment can usually know in advance where pro- 
duction problems will occur: these are at the 
natural breaks in work flow, where materials 
are accumulated in temporary storage or the 
sequence of movement is somehow changed. 


A Key in the Work Group 


A common thread tying these studies to- 
gether is the concept of the work group. Ideally, 
for high productivity, this should be a face-to- 
face aggregation of workers who do the entire 
job and which includes within its ranks all 
those operations which are essential to com- 
pleting the flow of work. “Flow of work” and 
“work group” are really just two sides of a 
coin because it is to be expected that those 
people who are brought into contact by the 
activities of the job will form a significant 
organizational unit. As we have seen, this par- 
ticular organizational unit is often disguised by 


organization charts and job descriptions that 
fail to take into account the realities of the 
production process. 


New Research Objectives 


Frederick W. Taylor and his associates be- 
lieved firmly that the organization of work was 
a crucial element in determining the level of 
satisfaction and performance of employees. 
Critics of Taylor, asserting that workers will 
not always respond in the way the engineer 
would like, have often neglected the relation- 
ship of engineering decisions and plant level 
human relations. These decisions do in fact in- 
fluence worker attitude and behavior—chiefly 
by shaping relationships among workers. 

Interesting to observe is that most recent 
discussions of the onset of “automation” and 
the potential of a new industrial revolution 
only mention one human variable: the effect 
on job interest. It is believed that automation 
will reduce the number of repetitive, relatively 
unskilled monotonous jobs and thus increase 
the job duties and responsibilities of individual 
workers. But no attention is focused on what 
will be the impact on relationships among work- 
ers in the automatic plant. When work flows 
through an extended “line” of electronically 
controlled, multi-purpose machines, rather than 
through the traditional batch and assembly 
operations, entirely new interworker relation- 
ships are involved. These remain an unexplored 
area for future study. 

In fact, technology—the organization of 
work it evolves—and its implications for hu- 
man relations will demand an increasing share 
of our interest if we hope to improve our know- 
ledge in industrial relations. 


“FOUR STEPS TO SAVE YOUR CITY” 
Miles Colean offers some answers to four tough questions in the October issue of 


Nation’s Business. Here are the questions: 


1. How to handle traffic in such a way that each new facility does not generate 


traffic faster than it relieves it. 
2. How to obtain the revenue n 


to maintain adequate municipal services and 


at the same time meet all the backed up needs for public improvements—highways, 
schools, hospitals, parks, and recreational facilities. 
3. How to make possible the a of sites in run-down and blighted sections at 
rices in line with what the land is worth for appropriate new uses. 
4. How to increase the attractiveness of investment in income producing real property. 


WWNOVEMBER, 1954 
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This letter was issued and signed jointly by union and management officers 
after a strike ended with the signing of a new agreement. 


Letter Employees 


O ALL employees of the Southern Cali- 
fornia Edison Company: 

The strike is now ended, and the enclosed 
copy of the Agreement between the Company 
and Local 47, IBEW-AFL, is now in effect. 

While the enclosed copy gives the letter of 
the Agreement, the spirit in which we ap- 
proach the task ahead, which is the task of 
reuniting those who have been on strike, with 
the Edison Company, is even more important. 
This letter, which is jointly signed by the 
Company and the Union, is an attempt to 
further clarify the spirit and intent of the 
Agreement and the vital basic objective there- 
of. 

A strike is a civil war in the industrial field, 
and, in the field of human relationships, which 
are aftected thereby, a strike has much the 
same destructive effects as does a civil war 
within a country. During the strike, smolder- 
ing resentments, dislikes, disagreements and 
misunderstandings are created, intensified, 
and, in too many cases, fanned into flaming 
hatreds. Friendships are broken, suspicion and 
distrust and false rumors grow into sincere 
convictions that those on the other side of a 
dispute are all wrong and those on our side are 
100% right. In the heat of battle, many things 
are done and said which are expressive of our 
anger and inflamed prejudice rather than of 
what we really believe in our normal state of 
mind. 

We have now had our war, and we want to 
bring it to an end. Bringing our civil war to 
an end and re-establishing peace presents the 
problem of reuniting, so that we can live and 
work together in promoting the main objec- 
tive of the continuous maintenance of electric 
utility service. Until that goal is accomplished, 
peace has not been restored. 
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For too long a period preceding the strike, 
as we now realize, there had been under more 
or less constant development, a division of the 
Company into two camps. One of these camps 
was led by aggressive and very energetic Union 
people who seemed to be convinced that “the 
only way to get anything from the Company 
was to fight for it.” In the other camp were at 
least an equal number who were equally deter- 
mined not to give way before, or to recognize 
the propriety of, the use of force and compul- 
sion or threats to resort thereto. 

As the strike progressed to the point where 
both sides really desired to abandon war and 
to resume the ways of peace, we were faced 
with the question, “What do we do now?”’: We 
can either (1) go on to the point of exhaustion 
of one side or the other, and then settle on the 
basis of unconditional surrender by the “de- 
feated” side; or, (2) we can now face up to 
the problem and say to each other: Since we 
know that some day we must again live and 
work together, is it not about time that we 
forget the past and tackle our real problem of 
the future in the spirit which Abraham Lincoln 
expressed in his Second Inaugural, with ref- 
erence to a much larger Civil War; and which 
we can paraphrase as follows: 


With malice towards none, with charity 
for all, with firmness in the right as God 
gives us to see the right, we now highly re- 
solve and solemnly agree that we will earn- 
estly and sincerely endeavor not only to 
bind up the wounds, but to do all which 
may achieve a just and lasting peace. 


Approaching the basic problem in this spirit, 
we have agreed that the obligation which we 
assume when we go to work for the Edison 
Company is to assist in the continuous main- 
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tenance of electric service and that good faith 
and the willingness to cooperate with each 
other must prevail. This is set forth in Para- 
graphs 1 and 2 of the Agreement. 

We further recognized the problems arising 
out of the dissension, strife, suspicion and dis- 
trust which was engendered and intensified 
during the strike, and we agreed to use our 
best efforts to repair the damage to our hu- 
man relations structure thus caused. This is 
set forth in the concluding paragraph of the 
Agreement. 

We further agreed that the basic principle— 
the one big idea—which had to be followed if 
this primary task of reuniting the Union and 
the Company was to be achieved, was the fol- 
lowing: We must look forward to the future 
both in defining and working out our new 
relationship; and this means that, if we are 
to succeed, we must close the book on the past. 
To this end the Company offered to reverse a 
basic position which it had previously main- 
tained with much firmness in reference to a 
strike settlement. The Company’s previous 
position had been that “it would not re-em- 
ploy” those whose past conduct, and partic- 
ularly whose conduct during the strike, had 
revealed an attitude so non-cooperative and so 
antagonistic that the Company felt they could 
not meet their primary obligation as employees 
of the Company. The change which the Com- 
pany offered was agreed to and incorporated 
in Paragraph 9 of the Agreement, and you will 
note that the paragraph now makes future 
performance, rather than past, the vital test of 
the employee’s attitude. This change which 
emphasizes that we have agreed to close the 
book on the past and to look to the future was 
a big step towards the completion of the final 
Agreement ending the strike. 

Let us again emphasize that we recognize 
that, while we have accomplished much by 
agreeing in writing on the basic principles de- 
termining our future relationship, “the proof 
of the pudding is in the eating.” The big task 
lies ahead, and that task is in the doing “of all 
those things which will achieve and cherish a 
just and lasting peace.” 
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We repeat: the spirit with which each of us 
approaches this great task of achieving peace 
is all-important. If we nursé our "grudges, and 
allow ourselves to be dominated by the past 
rather than the future, we will fail. The attain- 
ment of our vital objective will require a 
reversal of recent attitudes on the part of a 
great many of us. If we continue to rehash the 
past, many will feel that the Agreement should 
have contained more punitive provisions, or 
penalties, or rewards, either for striking or 
not striking as we may see the situation from 
our own angle. What we are going to have to 
do if we are to succeed is to give up the “angle” 
point of view and to see the situation as a 
whole and look at it squarely and fairly so 
that we may see what will best serve our real 
and over-all future interest rather than some 
narrow and short-sighted and near-term 
interest. 

If the breach is not healed, there will in fact 
be no settlement arising out of this Agree- 
ment, and everybody will continue to be the 
loser by the continuance of dissension and 
strife. Surely if we are adults qualified to 
carry the responsibility which is ours, we are 
big enough, and tolerant enough, and wise 
enough, to adjust our point of view away from 
“the distorting angle” and on to the path of 
progress and of peace. We need only apply 
The Golden Rule, and then to keep working 
at it. This is not a “soft” or compromising or 
“mushy” attitude which we have tried to set 
forth as a basis of our future relations with 
each other. On the contrary, it calls for a calm, 
clear-headed, courageous facing of reality in a 
world where honesty, and good faith, confi- 
dence, and trust in our fellow-worker, are abso- 
lutely essential not only to peace of mind, but 
to achievement of life’s aim and purpose. 

Local Union No. 47, International Brother- 
hood of Electrical Workers, A.F.L.—By John 
M. Kelly, President, R. R. Rapattoni, Busi- 
ness Manager. 

Southern California Edison Company—By 
W. C. Mullendore, President; Wayne N. John- 
son, Vice President; R. G. Kenyon, Vice Pres- 
ident. 


27 


| 
| 

| 


Michigan Business Indicators 
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BANK DEBITS—THE MOST INCLUSIVE MEASURE OF BUSINESS ACTIVITY—Third quarter 
debits continued their irregular movement with no clear trend, up or down, in evidence. 


MILLIONS OF DOLLARS 
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UPPER PENINSULA BANK DEBITS—Recent data indicate that the basic trend of bank debits in 
the Upper Peninsula has continued its upward drift. 
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ELECTRIC POWER CONSUMPTION 
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ER CONSUMPTION-—Industrial power conmumption to be leveling oat, inirraping 
downward drift which began in 


MICHIGAN EMPLOYMENT 
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. ew IGAN EMPLOYMENT-Layofis incident to model changeover in the auto industry are the 
‘Major factor in the September decline. 


ADVANCED MANAGEMENT TRAINING 
FOR BUSINESS MEN 


1955 
EXECUTIVE DEV ELOPMENT PROGRAM | 


School of Business Administration 
University of Michigan 


This Program, first offered and successfully conducted in 1954, is “am 
Next Summer designed for men of recognized capacity who now hold positions at or 4 
ou just below the general management level. Each participant should have “J 

had a considerable amount of experience and executive responsibility. 4 

Previous formal education is not a requirement for admission; 

in determining a man’s suitability for enrollment. = 

The basic objective of the Program is to broaden the understanding “@E 

and appreciation of business functions and of economic forces which 4 

influence all types of industries. This Program is designed to aid the 7 

participant through: 

Ben Increasing his knowledge and appreciation of business functions and J 

operations in fields other than his own specialization; _ 

the viewpoint of his Company as a whole; : 


Bes Enlarging his understanding of the important economic and social | 

forces which affect the environment in which the modern corporation “im 
his onion sty ofthe Amerian and of q 


It is expected that enrollees will be sponsored by their companies. 3 
For additional information, write to: 4 


CHARLES N. DAVISSON 
Director, Executive Development Program 


'. School of Business Administration 
University of Michigan Ann Arbor 


Accounting Financial Administration 
. Business Conditions Human Relations in Management | 
Economics of Enterprise Marketing Management 4 


